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 On April 20, 2018, pursuant to sections 206 and 306 of the Federal Power Act 

(FPA),1 Consumers Energy Company, Interstate Power and Light Company, Midwest 
Municipal Transmission Group, Missouri River Energy Services, Southern Minnesota 
Municipal Power Agency, and WPPI Energy (collectively, Complainants) filed a 
complaint (Complaint) against three subsidiaries of ITC Holdings Corporation (ITC 
Holdings) – International Transmission Company (ITCTransmission), ITC Midwest, 
LLC (ITC Midwest), and Michigan Electric Transmission Company (METC) 
(collectively, the ITC Companies).  All three operating companies are transmission-
owning members of Midcontinent Independent System Operator, Inc. (MISO) that 
recover incentive return on equity (ROE) adders under Attachment O of MISO’s Open 
Access Transmission, Energy and Operating Reserve Markets (Tariff).  Complainants 
assert that ROE adders previously granted to the ITC Companies for being independent 
stand-alone transmission companies (Transco Adders)2 have been rendered unjust and 

                                              
1 16 U.S.C. §§ 824e, 825e (2012). 

2 “[A] Transco is a stand-alone transmission company that has been approved by 
the Commission and that sells transmission services at wholesale and/or on an unbundled 



Docket No. EL18-140-000  - 2 - 

unreasonable by a recent Commission-authorized merger (Merger Transaction).  In this 
order, we grant the Complaint in part and reduce the Transco Adder for each of the ITC 
Companies to 25 basis points, effective April 20, 2018. 

I. Background 

A. Order No. 2000 

 In Order No. 2000, the Commission stated that it would allow all members of 
regional transmission organizations (RTOs) and members of existing independent  
system operators (ISOs) that satisfy the minimum RTO requirements to seek incentive 
transmission pricing to encourage the efficient operation of, and investment in, the 
transmission grid.3  Regarding Order No. 2000’s independence criterion, the Commission 
allowed market participants to maintain passive ownership interests in RTOs,4 subject to 
review on a case-by-case basis,5 and set a threshold for active ownership interests of 
market participants at five percent.6 

B. ITCTransmission’s Transco Adder 

 In 2003, the Commission granted ITCTransmission a Transco Adder of 100 basis 
points.7  The Commission, in applying the Order No. 2000 independence principle to 
ITCTransmission, considered the effect of ownership interests on ITC Holdings’ 
independence, i.e., whether ITCTransmission’s proposed ownership structure involved 

                                              
retail basis, regardless of whether it is affiliated with another public utility.”  Promoting 
Transmission Investment through Pricing Reform, Order No. 679, FERC Stats. & Regs.  
¶ 31,222, at P 201, order on reh’g, Order No. 679-A, FERC Stats. & Regs. ¶ 31,236 
(2006), order on reh’g, 119 FERC ¶ 61,062 (2007). 

3 Regional Transmission Organizations, Order No. 2000, FERC Stats. & Regs.      
¶ 31,089 (1999), order on reh’g, Order No. 2000-A, FERC Stats. & Regs. ¶ 31,092 
(2000), aff’d sub nom. Pub. Util. Dist. No. 1 v. FERC, 272 F.3d 607 (D.C. Cir. 2001).  

4 Order No. 2000, FERC Stats. & Regs. ¶ 31,089 at 31,065. 

5 Id. at 31,066. 

6 Id. at 31,069-70 (“An active ownership interest at five percent or lower will be 
construed as not providing the owner with control”). 

7 ITC Holdings Corp., 102 FERC ¶ 61,182, at P 68 (ITCTransmission Transco 
Order), reh’g denied, 104 FERC ¶ 61,033 (2003). 



Docket No. EL18-140-000  - 3 - 

market participants.8  The Commission found that ITCTransmission’s ownership would 
result in it being sufficiently independent of market participants because ITC Holdings’ 
general partner would have no financial ties to market participants, and the two limited 
partners had only limited voting rights.   

 The Commission also relied on the fact that one of the two limited partners 
(Trimaran Capital Partners) was affiliated only with a market participant (Texas-New 
Mexico Power Company) located in the Western Interconnection, and the other limited 
partner (Kohlberg Kravis Roberts & Co. (KKR)) had an ownership interest in Dayton 
Power & Light (Dayton) that was below the five percent threshold that would make  
the limited partner an affiliate of Dayton under section 35.34 of the Commission’s 
regulations.  However, the Commission noted that KKR also held warrants to purchase 
up to 25 percent of the common shares of Dayton, and found that ITCTransmission 
would not be permitted to continue to receive the incentive rate treatments if KKR 
exercised those warrants such that its voting interests exceeded five percent.9 

 In 2005, the Commission approved ITC Holdings’ and ITCTransmission’s joint 
application under section 203 of the FPA requesting authorization for a disposition of 
jurisdictional facilities associated with a public offering of ITC Holdings’ common 
stock.10  The Commission recognized that the public offering would essentially change 
(indirectly) the ownership interests in ITCTransmission from passive ownership 
involving relatively few entities and individuals, none of whom were market participants, 
to active ownership that may involve a large number of entities or individuals, some of 
whom may be market participants.  The Commission also recognized the concern that 
market participants, through the exercise of shareholder voting rights, could undermine or 
influence ITCTransmission’s independence.  Nevertheless, the Commission found that, 
based on the circumstances, ITC Holdings’ ownership would continue to be sufficiently 
independent of market participants.  The Commission specifically noted restrictions  
that limit to less than five percent the amount of ITC Holdings’ stock that any market 
participant could beneficially own.  The Commission also noted that ITC Holdings’ 
Standards of Conduct, which prohibit ITCTransmission’s directors, officers, and 
employees from having direct financial interests in market participants, were an 

                                              
8 ITCTransmission Transco Order, 102 FERC ¶ 61,182 at P 27. 

9 Id. PP 39-43. 

10 ITC Holdings Corp., 111 FERC ¶ 61,149 (2005) (ITC Holdings); see 16 U.S.C. 
§ 824b (2012). 
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additional protection ensuring that active owners that are market participants are not able 
to influence ITC Holdings to benefit themselves or their affiliates.11 

C. METC’s Transco Adder 

 In 2005, prior to ITC Holdings’ acquisition of METC, the Commission granted 
METC a 100 basis point Transco Adder, as reflected in its formula rate in Attachment O 
of the MISO Tariff.  In granting the requested adder, the Commission stated that it had 
consistently recognized the benefits of independent, standalone Transcos, and generally 
mirrored the rationale in the ITCTransmission Transco Order.12  In September 2006, the 
Commission authorized ITC Holdings’ acquisition of the parent company of METC.13 

D. Order No. 679 

 In 2006, the Commission issued Order No. 679, which implemented section 219 
of the FPA14 (as enacted as part of the Energy Policy Act of 2005) and revised the 
Commission’s transmission incentives policy.  With respect to Transco Adders, the 
Commission stated that:   

Independence is an important component of the positive 
contribution of Transcos on investment in needed 
transmission infrastructure.  A Transco with active ownership 
by a market participant or other new business arrangements is 
eligible for Transco incentives to the extent it can show, for 
example, why active ownership by an affiliate does not affect 
the integrity of its investment planning, capital formation, and 
investment processes or how its business structure provides 
support for transmission investments in a way similar to the 
structure of non-affiliated Transcos or Transcos with only 
passive ownership by market participants.[15]  

                                              
11 ITC Holdings, 111 FERC ¶ 61,149 at PP 22-26. 

12 Michigan Electric Transmission Co., LLC, 113 FERC ¶ 61,343, at PP 15, 17 
(2005). 

13 ITC Holdings Corp., 116 FERC ¶ 61,271 (2006). 

14 16 U.S.C. § 824s. 

15 Order No. 679, FERC Stats. & Regs. ¶ 31,222 at P 240. 
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 The Commission also stated that it would “consider the level of independence of a 
Transco as part of our analysis when we determine the proper ROE for the Transco, and 
evaluate the specific attributes of a particular proposal, including the level of 
independence, to determine appropriate incentives.”16   

E. ITC Midwest’s Transco Adder 

 In 2015, the Commission granted ITC Midwest a 50 basis point Transco Adder, 
finding that ITC Midwest is a fully independent Transco, and that the Transco business 
model continues to provide the benefits that the Commission recognized in Order No. 
679.  Although ITC Midwest requested a 100 basis point Transco Adder, the Commission 
concluded that “50-basis points is an appropriate size for the Transco Adder, taking into 
account the interests of consumers and applicants, as well as market conditions.”17 

F. Merger Transaction 

 In 2016, the Commission authorized the Merger Transaction among Fortis, Inc. 
(Fortis), ITC Holdings, GIC (Ventures) Pte. Ltd (GIC), and their subsidiaries.18  As a 
result of the Merger Transaction, the ITC Companies are now indirectly owned by two 
entities (80.1 percent by Fortis, a publicly-traded Canadian corporation, and 19.9 percent 
by GIC, which is indirectly owned by the government of Singapore) with affiliates that 
participate in Eastern Interconnection energy and capacity markets.  Numerous parties to 
that proceeding, some of whom are parties to this proceeding, questioned whether the 
Transco Adder would remain valid following the Merger Transaction.  The Commission 
determined that the issue of the Transco Adder was outside the scope of the FPA  
section 203 proceeding, and stated that parties seeking to pursue that issue should instead 
raise it through a complaint under FPA section 206.   

II. Complaint 

 Complainants argue that the ITC Companies are no longer entitled to collect the 
approximately $24 million annual revenues associated with their Transco Adders.  They 
argue that, because of the change in the ITC Companies’ ownership, the ITC Companies 

                                              
16 Id. P 239. 

17 Midcontinent Indep. Sys. Operator, Inc., 150 FERC ¶ 61,252, at P 45 (2015) 
(ITC Midwest Transco Order), order on compliance, clarification and reh’g, 154 FERC  
¶ 61,004 (2016). 

18 Fortis, Inc., 156 FERC ¶ 61,219 (2016), order on reh’g, 158 FERC ¶ 61,019 
(2017).   
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no longer possess the full independence that was the basis for the Transco Adders.  
Specifically, Complainants argue that the Transco Adders were conditioned on the 
companies’ remaining independent of Eastern Interconnection market participants, and 
Fortis and GIC participate in Eastern Interconnection markets.19   

 Complainants allege that the current ownership situation of the ITC Companies 
compromises their independence.  They state the Fortis subsidiary, FortisOntario, 
generates, purchases, and sells electricity over the Eastern Interconnection grid, in 
portions of Canada located just outside MISO.  They also assert that FortisOntario’s areas 
of grid use include areas affected by the “Lake Erie Loop Flow” that is regulated by 
phase-angle regulators (PARs) owned and operated by the ITC Companies.  In addition, 
they state that another Fortis subsidiary, Central Hudson Gas & Electric (Central 
Hudson), generates, purchases, and sells electricity over the Eastern Interconnection grid, 
in portions of New York State that can also be affected by the operation and planning of 
the ITC Companies’ MISO-area facilities.20 

 Additionally, Complainants state that an indirect, wholly-owned subsidiary of 
GIC, Epsom Investment Pte. Ltd., indirectly owns 44.4 percent of Duquesne Light 
Company and Duquesne Power (collectively, Duquesne).  They state that Duquesne sells 
electricity at retail within PJM Interconnection, L.L.C. (PJM), where it also markets 
power.  In addition, Complainants state that another indirect, wholly-owned subsidiary of 
GIC, Cambourne Investment Pte. Ltd. (Cambourne), owns a substantial minority stake, 
purportedly exceeding 10 percent, of the entity that owns the Crete, Lincoln, New Covert, 
and Rolling Hills generators (Eastern Generation Holdings, LLC (Eastern Generation)), 
producing more than 3,200 MW.  They state that, as of 2016, New Covert was connected 
to MISO, but was planning to establish a new connection to PJM.  Complainants assert 
that the other Cambourne generators, which are located in PJM near the MISO border, 
compete with nearby MISO-region generators.21 

 Complainants assert that Fortis’ Ontario and New York market-participating 
subsidiaries and its transmission subsidiaries have been found in a Public Service 
Commission of Wisconsin (Wisconsin Commission) proceeding to be “operated on an 
integrated system basis,” in part because “they share best utility practices with each other 
under the umbrella of the same parent company,” and because “Fortis’s Operations 
Group … consists of senior operations and engineering personnel from each regulated 
                                              

19 Complaint at 7-8 (citing Fortis, Inc., 156 FERC ¶ 61,219; ITC Lake Erie 
Connector LLC, 158 FERC ¶ 61,026 (2017)). 

20 Id. 

21 Id. at 8. 
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utility who collaborate on various matters.”22  Complainants point to an interrogatory 
response in that proceeding as evidence that senior executives of the ITC Companies, 
FortisOntario, Central Hudson, and other Fortis operating subsidiaries meet regularly, 
outside the Open Access Same-time Information System transparency contemplated by 
Order No. 889,23 to “collaborate[] on initiatives that are of interest and benefit to the 
regulated utility subsidiaries.”24 

 Complainants argue that, given this integration, situations may arise in which 
decisions as to whether or how to expand or operate the ITC Companies’ PARs would 
affect FortisOntario and/or Central Hudson, posing a risk that the ITC Companies’ 
decisions will be skewed to the benefit of FortisOntario and/or Central Hudson.  
Similarly, they contend that the profitability of the 3,200 MW of generation in which  
GIC owns a substantial minority stake may be affected by the extent to which energy can 
move between Michigan and Ohio over the ITC Companies’ facilities.  Complainants 
also argue that the ITC Companies’ planning and operating decisions may affect the 
ability of MISO-area generators to compete with Crete, Lincoln, New Covert, and 
Rolling Hills for sales into nearby PJM-area markets.25 

 Complainants contend that extrinsic safeguards against discrimination provided by 
MISO’s functional grid control, regional transmission planning, and regulatory review of 
filings are insufficient.  They argue that discrimination can take subtle forms that are 
difficult to detect and remedy.  They also argue that, if extrinsic safeguards sufficed to 
prevent successful discrimination, then independence adders would be unnecessary.26   

 Additionally, Complainants assert that equity infusions from Fortis to ITC 
Holdings or dividends from ITC Holdings to Fortis may cause generation and 
transmission investments to compete for capital, thereby eliminating a Transco benefit 

                                              
22 Id. at 8-9 & nn.26-28 (citing Joint Application of Fortis Inc., ITC Holdings 

Corp., and ITC Midwest LLC, for Approval of a Holding Company Acquisition,  
Docket 9400-YO-101, Final Decision (Public Serv. Comm’n of Wisconsin, Oct. 6, 
2016)). 

23 Open Access Same-Time Information System and Standards of Conduct, Order 
No. 889, FERC Stats. & Regs. ¶ 31,035 (1996), order on reh’g, Order No. 889-A, FERC 
Stats. & Regs. ¶ 31,049, reh’g denied, Order No. 889-B, 81 FERC ¶ 61,253 (1997). 

24 Complaint at 9 (citing Response to Interrogatory No. 1-PSCW-19). 

25 Id. 

26 Id. at 10. 
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that the Commission articulated in Order No. 679.  Further, they assert that it appears that 
the ITC Companies themselves are pursuing investments outside of purely transmission, 
such as ITC Holdings’ proposed 2,000 MW pumped storage hydroelectric facility.27 

 Complainants dispute the idea that Commission precedent allows Transco Adders 
if affiliates are located in other regions.  Complainants take issue with ITC Holdings’ 
rationale in the Merger Transaction proceeding wherein ITC Holdings contended that  
the upstream change in ownership of the holding company resulting from the Merger 
Transaction will not affect the independence of the ITC Companies because neither  
Fortis Inc. nor any of its U.S. utility subsidiaries or GIC or its subsidiaries are market 
participants in either MISO or the SPP.28  Instead, Complainants argue that the 
Commission requires independence from entities participating in any market that could 
be affected by the ITC Companies’ transmission planning or operations.29   

 Complainants argue that, if the ITC Companies’ rationale that market participants 
must be in the same RTO as the Transco was correct, the fact that Dayton’s southwest-
Ohio area of operations was outside the MISO region would have obviated the ruling that 
ITCTransmission would lose its eligibility for independence-based rate treatments if 
KKR’s voting interests in Dayton exceeded five percent.  Noting that Dayton was not at 
the time of ITC Holdings (and is not) a MISO transmission owner, Complainants assert 
that Dayton’s status as an Eastern Interconnection market participant raised the 
discrimination risk that ITCTransmission’s independence was meant to moot, and 
resulted in the Commission ruling that, if a substantial owner of ITCTransmission (i.e., 
KKR) exercised warrants such that its voting interest in Dayton exceeded five percent, 
the Transco Adder would be revoked.30  Complainants also argue that in Order No. 2000, 
the Commission declined to apply a geographically delineated standard to define a 
market participant, indicating that a transmission entity is not independent if it is 
affiliated with a market participant whose market participation occurs in the same 
interconnection.31 

                                              
27 Id. at 11 (citing Big Chino Valley Pumped Storage LLC, 161 FERC ¶ 62,235 

(2017)). 

28 Id. at 13 (citation omitted). 

29 Id. 

30 Id. at 13-14. 

31 Id. at 14. 
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 Complainants also argue that, in NextEra New York,32 the Commission rejected 
the view that a Transco should be deemed independent if the market participants with 
which it is affiliated are located outside the Transco’s ISO region.  Complainants state 
that the Commission crucially found that, although NextEra subsidiary Florida Power & 
Light Company (FP&L) owns very substantial generation in Florida, NextEra New York 
had demonstrated that the Transco’s decisions could not materially harm or benefit 
FP&L.  Thus, Complainants argue, given the lack of a nexus between the Transco’s 
decisions and FP&L’s operations and profitability, there was no basis for concern that 
their affiliation would affect the integrity of the Transco’s decisions.  Complainants 
contend that this concern is substantial here, as generation and distribution facilities 
owned by affiliates of Fortis or GIC are located close to, and electrically affected by, the 
ITC Companies’ transmission areas.33 

III. Notice of Complaint and Responsive Pleadings 

 Notice of the Complaint was published in the Federal Register, 83 Fed.  
Reg. 18,552 (2018), with motions to intervene and protests due on or before May 10, 
2018.  On May 10, 2018, the ITC Companies filed an answer (ITC Companies May 10 
Answer).  Notices of intervention were filed by the Michigan Public Service 
Commission, the Iowa Utilities Board, and the Organization of MISO States (OMS).  
Timely motions to intervene were filed by:  Coalition of MISO Transmission Customers; 
American Transmission Company LLC; Great River Energy; DTE Electric Company; 
MISO; American Municipal Power, Inc.; Ameren Services Company; MISO 
Transmission Owners;34 Midcontinent MCN LLC; Michigan South Central Power 
                                              

32 NextEra Energy Transmission New York, Inc., 162 FERC ¶ 61,196 (2018) 
(NextEra New York). 

33 Complaint at 15-16. 

34 For this filing, MISO Transmission Owners consist of:  ALLETE, Inc. for its 
operating division Minnesota Power (and its subsidiary Superior Water, L&P); Ameren 
Services Company, as agent for Union Electric Company, Ameren Illinois Company, and 
Ameren Transmission Company of Illinois; American Transmission Company LLC; 
Cleco Power LLC; Duke Energy Business Services, LLC for Duke Energy Indiana, LLC; 
Entergy Arkansas, Inc.; Entergy Louisiana, LLC; Entergy Mississippi, Inc.; Entergy New 
Orleans, Inc.; Entergy Texas, Inc.; Indianapolis Power & Light Company; MidAmerican 
Energy Company; Montana- Dakota Utilities Co.; Northern Indiana Public Service 
Company LLC; Northern States Power Company, a Minnesota corporation, and Northern 
States Power Company, a Wisconsin corporation, subsidiaries of Xcel Energy Inc.; 
Northwestern Wisconsin Electric Company; Otter Tail Power Company; and Southern 
Indiana Gas & Electric Company. 
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Agency; Michigan Public Power Agency; Michigan Agency for Energy; Iowa Business 
Energy Coalition (Iowa Business Coalition); Resale Power Group of Iowa (Resale Power 
Group); Hoosier Energy Rural Electric Cooperative; Joint Consumer Advocates;35 and 
Association of Businesses Advocating Tariff Equity.  OMS, Iowa Business Coalition, and 
Resale Power Group filed comments.  Also, on July 23, 2018, PMX Industries, Inc. 
(PMX) filed comments. 

 Motions to intervene out of time were filed by the Missouri Public Service 
Commission (Missouri Commission) and Dairyland Power Cooperative (Dairyland) on 
May 11, 2018 and May 18, 2018, respectively. 

 On May 25, 2018, Complainants filed an answer to the ITC Companies May 10 
Answer (Complainants Answer). 

 On June 8, 2018, the ITC Companies filed an answer to Complainants Answer 
(ITC Companies June 8 Answer). 

IV. Comments 

A. ITC Companies May 10 Answer 

 The ITC Companies assert that Complainants have failed to meet their burden of 
proof,36 and that the ITC Companies remain eligible for their Transco Adders.  The ITC 
Companies contend that the fundamental challenge raised by the Complaint is that the 
ITC Companies are not independent because they “are now owned by entities whose 
affiliates participate in electricity markets in the Eastern Interconnection.”37  However, 
the ITC Companies assert that Complainants fail to acknowledge the significance of the 
regulatory definition of market participant in 18 C.F.R. § 35.34(b)(2):   

Market participant means: (i) Any entity that, either directly 
or through an affiliate, sells or brokers electric energy, or 
provides ancillary services to the Regional Transmission 
Organization, unless the Commission finds that the entity 

                                              
35 Joint Consumer Advocates consist of:  the Indiana Office of Utility Consumer 

Counselor, the Iowa Office of Consumer Advocate, the Minnesota Attorney General, the 
Minnesota Department of Commerce, and the Citizens Utility Board of Wisconsin. 

36 ITC Companies May 10 Answer at 3 (citing 16 USC § 824e(b); “The proponent 
of a rate change under section 206 . . . bears ‘the burden of proving that the existing rate 
is unlawful,’” Emera Maine v. FERC, 854 F.3d 9, 24 (D.C. Cir. 2017) (emphasis in 
original; citations omitted)).  

37 Id. at 11 n.23 (citing Complaint at 3). 
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does not have economic or commercial interests that would 
be significantly affected by the Regional Transmission 
Organization’s actions or decisions; and (ii) Any other entity 
that the Commission finds has economic or commercial 
interests that would be significantly affected by the Regional 
Transmission Organization’s actions or decisions. 

 
The ITC Companies contend that, to grant the Complaint, the Commission would have  
to read the words “Regional Transmission Organization” out of the definition of market 
participant.  The ITC Companies further contend that, when the definition of market 
participant is properly applied with reference to the specific RTO, in this case MISO, 
there is no credible argument that either Fortis or GIC (or their affiliates) are market 
participants for purposes of assessing the independence of the ITC Companies.38 

 The ITC Companies contend that Complainants do not cite a single case in which 
the Commission actually analyzed market participation on an Interconnection-wide  
basis, and notes that the ITCTransmission Transco Order never used the term “Eastern 
Interconnection.”  The ITC Companies assert that the full language in the order confirms 
only that a seller of electricity located in the Western Interconnection is not a market 
participant in MISO, and that the only conclusion to be drawn is that MISO was the 
relevant market used for assessing market participant status.39 

 The ITC Companies also argue that nothing in the ITCTransmission Transco 
Order suggests that the Commission analyzed the KKR holdings of Dayton because 
Dayton participated in Eastern Interconnection markets; rather the Commission focused 
solely on the MISO market.  Given the uncertainty regarding RTO membership of former 
members of the Alliance RTO,40 and the Commission’s interest in the development of a 
single RTO in the Midwest of sufficient size and scope, the ITC Companies contend that 
the Commission’s analysis of Dayton as though it were or could be a MISO market 

                                              
38 Id. at 10-11. 

39 Id. at 12 (quoting ITCTransmission Transco Order, 102 FERC ¶ 61,182 at n.33 
(“As [ITCTransmission] would be participating in [MISO], we find that Trimaran . . . and 
any other affiliate located in the Western Interconnection is not a market participant”)). 

40 Id. at 13-14 (citing Alliance Companies, 97 FERC ¶ 61,327, at P 2 (2001) 
(concluding that the Alliance RTO lacked sufficient scope to exist as a stand-alone RTO, 
and directed the Alliance Companies to explore how their business plan could be 
accommodated within the [MISO], in furtherance of the Commission’s conclusion that 
“the public interest would best be served if Alliance were to join [MISO]”)).  
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participant is fully reasonable.  They state that this uncertainty, not an Interconnection-
wide test, explains the Commission’s interest in KKR’s holdings of Dayton.41 

 The ITC Companies disagree with Complainants’ contention that Order No. 2000 
supports an Interconnection-wide test.  The ITC Companies assert that, while the 
Commission dropped the reference to “regions” and “neighboring regions,” the 
Commission maintained the linkage between status as a market participant and a specific 
RTO by revising the definition of market participant to apply to “any entity that, either 
directly or through an affiliate, sells or brokers electric energy, or provides transmission 
or ancillary services to the Regional Transmission Organization….”42 

 The ITC Companies assert that, to implement the requirement that RTO 
employees and any non-stakeholder directors must not have financial interests in any 
market participant,43 RTOs have adopted codes or standards of conduct.  For example, 
they assert that the codes or standards of conduct for ISO New England Inc., PJM, and 
MISO, all demonstrate that market participant status is determined with reference to a 
specific RTO.44 

 The ITC Companies argue that NextEra New York, approving an ROE incentive 
for independent transmission ownership, clearly demonstrates the error in Complainants’ 
proposed Eastern Interconnection-wide analysis of market participant status.  The ITC 
Companies assert that NextEra New York’s affiliate/parent, NextEra, owns over 38,000 
MW of generation in the Eastern Interconnection, and is a leading power marketer.  They 
state that these holdings dwarf the Fortis and GIC interests in New York Independent 
System Operator, Inc. (NYISO) and PJM of concern to Complainants.  However, they 
state that, in assessing NextEra New York’s market participant relationships, the 
Commission’s focus was on the RTO to which NextEra New York would belong – 
NYISO.45 

                                              
41 Id. at 12-14. 

42 Id. at 14-15 (citing Order No. 2000-A, FERC Stats. and Regs. ¶ 31,092 at 
31,361) (emphasis added by the ITC Companies).  

43 Id. at 15 (citing 18 C.F.R. 35.34(j)(1)(i) (2018) (“The Regional Transmission 
Organization, its employees, and any non-stakeholder directors must not have financial 
interests in any market participant.”)).  

44 Id. at 15-17 (citations omitted). 

45 Id. at 18. 
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 The ITC Companies explain that, since the Transco Adders for ITCTransmission 
and METC were approved, the Commission has expanded its view of the ownership 
structure that would qualify a company for an incentive based on its status as a 
transmission-only company.  The ITC Companies contend that this evolution is set forth 
in NextEra New York, including the Commission’s increasing willingness to accept 
passive ownership by market participants in independent transmission companies, and 
culminating in Order No. 679, in which the Commission accepted active ownership by 
market participants of Transcos under certain circumstances.  The ITC Companies argue 
that, under either the expanded standards or the standards requiring “full independence,” 
they remain eligible for their Transco Adders.46 

 The ITC Companies also state that ITC Holdings’ governance is independent from 
market participant influence, as ITC Holdings continues to be governed by its own Board 
of Directors, the majority of whom are independent.47  The ITC Companies state that ITC 
Holdings’ Board of Directors has expanded from 9 to 11 members, and includes two 
members of Fortis management and one appointee from the minority investor, GIC.  
They state that all of the members of ITC Holdings’ Board of Directors are subject to 
restrictions that safeguard the independence of the ITC Companies.48 

 One such restriction, according to the ITC Companies, is the Shareholders’ 
Agreement among Fortis, ITC Holdings, ITC Investment Holdings Inc. (ITC Investment) 
and Eiffel Investment Pte. Ltd., which restricts the holders of Equity Securities of ITC 
Investment to entities that are not market participants or affiliates of market participants 
in the RTO of which the ITC Companies are members.49  The ITC Companies state  
that another restriction is the Policy of Independence, which requires that Directors, 
Officers, and Employees of ITC Holdings shall have no direct financial interest in, or a 
financial conflict of interest with any Defined Market Participant.50  The ITC Companies 
explain that a Defined Market Participant is a market participant (as defined in 18 C.F.R. 
35.34(b)(2)) in an RTO in which any of the ITC Companies has been granted incentive 

                                              
46 Id. at 19-20. 

47 Id. at 21. 

48 Id., Ex. ITC-1 at 4. 

49 Id., Ex. ITC-1 at 9-10. 

50 Id. at 9, 21. 
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rate treatment by the Commission based on its status as an independent transmission 
company.51 

 The ITC Companies state that nothing has changed in ITC Holdings’ planning of, 
investment in, or operation of its transmission systems under the ownership of Fortis and 
GIC.52  The ITC Companies state that the transmission facilities of all of the ITC 
Companies continue to be operated from ITC Holdings’ Operation Control Room in 
Novi, Michigan, under the functional control of MISO.  The ITC Companies contend that 
this is fully consistent with Fortis’ decentralized business model, which provides that 
“Fortis’ regulated utilities are governed, managed, operated and financed on a standalone 
basis.”53  The ITC Companies state that, like other Fortis subsidiaries with regulated 
utility operating companies, ITC Holdings has its own executive management team, 
which continues to be accountable to ITC Holdings’ Board of Directors on the key 
aspects of utility operations.54 

 The ITC Companies contend that, while Complainants express concern about 
minority, passive ownership interests of GIC in generation located in PJM and New 
York, Complainants never explain why such ownership interests compromise the 
independence of the ITC Companies, given the standalone transmission planning process 
of the ITC Companies for their MISO transmission systems.55  The ITC Companies state 

                                              
51 Id., Ex. ITC-1 at 10. 

52 Id. at 26. 

53 Id., Ex. ITC-1 at 5 (citing Direct Testimony of Fortis CEO Barry V. Perry 
before the Illinois Commerce Commission, ICC Docket No. 16-0315, May 13, 2016,  
at 9-10). 

54 Id., Ex. ITC-1 at 5. 

55 Id. at 22.  The ITC Companies contend that any indirect interest held by 
Cambourne, GIC’s subsidiary, in excess of 4.99 percent is limited to non-voting rights 
and thus, under the Public Utility Holding Company Act of 2005, Cambourne is not 
deemed to be an affiliate of the company that directly owns generation (“the term 
‘affiliate’ of a company means any company, 5 percent or more of the outstanding voting 
securities of which are owned, controlled, or held with the power to vote, directly or 
indirectly, by such company”).  Id. at 8, n.18. 
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that, given the lack of any Commission jurisdiction over the holdings of Fortis in Canada, 
they are not addressing arguments regarding FortisOntario.56 

 The ITC Companies also contend that the Wisconsin Commission’s finding  
that the Fortis subsidiaries are operated on an integrated basis is irrelevant to the 
independence of the ITC Companies.57  The ITC Companies state that the Wisconsin 
Commission’s finding that Fortis operates on an integrated basis for purposes of 
Wisconsin law expressly recognizes Fortis’ policy of independent management of its 
local utilities.  The ITC Companies claim that the interrogatory response actually shows 
that the ITC Companies would have access through the Fortis Operations Group to 
opportunities for collaboration on matters including compliance with North American 
Electric Reliability Corporation reliability standards.  The ITC Companies state that the 
Wisconsin Commission relied on the response to this and other interrogatories to support 
its conclusion that the merger satisfied the best interest standards for approval under 
Wisconsin law because “it will allow [ITC Holdings] and ITC Midwest to operate with 
the autonomy they currently enjoy while nevertheless providing them with greater access 
to capital and resources to grow and adequately maintain utility infrastructure.”58 

 The ITC Companies disagree with Complainants’ argument that affiliate 
relationships with Fortis Ontario and/or Central Hudson could influence decisions 
regarding operation of ITCTransmission’s PARs.  The ITC Companies state that the 
operation of the two PARs owned by ITCTransmission is governed by the Coordination 
Agreement between MISO and the Ontario Independent Electricity System Operator 
(IESO) and the operating instructions issued thereunder, which dictate flow to schedule, 
within a deadband, with very specific exemptions.  The ITC Companies state that IESO 
and MISO – not ITCTransmission – determine where to move the PARs.  The ITC 
Companies contend that Complainants offer no evidence that operational decisions made 
by MISO and IESO with respect to the PARs have benefitted or could benefit Central 
Hudson.  The ITC Companies also note that the Commission determined in 2016 that the 
operation of the PARs did not provide sufficient benefits to the NYISO market to justify 
any allocation of the costs of the PARs to NYISO (or PJM).59 

 The ITC Companies contend that, under the standards articulated most recently in 
NextEra New York, ITC Holdings’ affiliations do not affect the integrity of its investment 

                                              
56 Id. at 3, n.4. 

57 Id. at 23-24. 

58 Id. at 24 (quoting Wisconsin Final Decision at 21). 

59 Id. at 24-25. 
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planning, capital formation, and investment processes or how its business structure 
provides support for transmission investments.  The ITC Companies claim that this is true 
even if the market participant analysis were to be conducted on an interconnection-wide 
basis.60 

 The ITC Companies state that they are singularly focused on developing, owning, 
and operating transmission.  They state that they continue to plan their transmission 
systems through the MISO planning process to address local, state, and regional 
reliability needs, allow for the interconnection of generation sources, and increase the 
economic efficiency of the overall grid.  They state that Fortis, GIC, and their affiliates 
do not participate in or influence ITC Holdings’ transmission planning processes.61 

 The ITC Companies state that they continue to operate on a standalone basis and 
establish their own capital plans, preparing annual budgets and five-year business plans 
for approval by the ITC Holdings’ Board of Directors.  Such plans typically include 
projections of capital improvements, Operations and Maintenance and Administration 
and General expense, and cash flow considerations to execute the budget.  The ITC 
Companies state that, once considered and approved by the ITC Holdings’ Board of 
Directors, Fortis management consolidates these plans in Fortis’ annual strategic and 
five-year business plans.  Thus, the ITC Companies assert that budgets and investment 
decisions made by the ITC Holdings’ Board of Directors at the local level are rolled up, 
rather than being dictated from the top down.62 

 The ITC Companies state that they have continued to maintain separate financing, 
demonstrated by ITC Holdings’ and the ITC Companies’ continued strong credit quality 
and issuance of new debt.  The ITC Companies assert that there is no competition for 
capital as the result of the upstream change in ownership.  The ITC Companies contend 
that they continue to fund their capital programs with a combination of debt and equity, 
where the debt is provided by new debt issuances raised by the ITC Companies as 
standalone companies, and the equity is provided through a combination of internally 
generated cash flows and equity infusions from ITC Holdings and its shareholders, as 
necessary.63  

                                              
60 Id. at 25. 

61 Id. at 26-27. 

62 Id. 

63 Id. at 27. 
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 The ITC Companies state that ITC Holdings’ independent approach produces real 
benefits for customers, including increased reliability of the grid following 10 years of 
ITC Holdings investments and improvements, totaling nearly $3 billion since 2007.64  
The ITC Companies also state that they have been very successful in enabling the 
addition of renewable generation.65   

B. Other Comments 

 OMS argues that the change in ownership raises important questions about the 
ITC Companies’ continued independence and potential impact on planning and operating 
decisions.  OMS asserts that, should the Commission decide that the ITC Companies can 
no longer operate free of influence from the market participant interests of their new 
owners, the Transco Adders must be revoked to ensure rates remain just and reasonable.66 

 Iowa Business Coalition argues that the ITC Companies are now owned by entities 
that are affiliated with market participants and, therefore, the conditions under which the 
adders were granted no longer exist.  Iowa Business Coalition supports Complainants’ 
request for the Commission to:  (1) investigate the ITC Companies’ Transco Adders;  
(2) establish the date of the complaint as the refund effective date; (3) determine that  
the ITC Companies’ collection of Transco Adders is no longer just, reasonable, and 
nondiscriminatory; and (4) remove the Transco Adders from the ITC Companies’ 
revenue requirements.67 

 Resale Power Group asserts that both Fortis and GIC are market participants.  
Resale Power Group states that the Commission defines market participant as including 
any entity “that the Commission finds has economic or commercial interest that would be 
significantly affected by the [RTO]’s actions or decisions.”68  Resale Power Group states 
that the Commission originally proposed additional language to limit the scope of the 
definition of market participant, but instead decided that, “[g]iven the high degree of 
integration within the Eastern and Western Interconnections, the growth of transactions 
involving buyers and sellers separated by hundreds of miles and the participation of 

                                              
64 Id. at 29 (citing Exhibit ITC-2 at P 47). 

65 Id. 

66 OMS Comments at 4. 

67 Iowa Business Coalition Comments at 3. 

68 Resale Power Group Comments at 12 (quoting 18 C.F.R. § 35.34(b)(2)(ii)). 
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energy concerns in multiple markets, we conclude that it would be virtually impossible to 
apply a geographically delineated standard.”69   

 Resale Power Group asserts that Complainants have cited examples of how Fortis 
and GIC participate in Eastern Interconnection markets and how decisions made by ITC 
Midwest and its affiliates could affect the expansion of transmission facilities in MISO or 
the movement of electricity across the MISO/PJM seam.70  Resale Power Group asserts 
that, as demonstrated by Complainants, Fortis and GIC are market participants whose 
economic and commercial interests are directly and significantly impacted by MISO’s 
actions and decisions and who, through their actions and decisions, could engage in 
discriminatory conduct.71   

 Resale Power Group argues that the importance of capital expenditures to Fortis 
cannot be overstated.  Resale Power Group states that in 2017 Fortis announced a five-
year capital expenditure plan that contemplates approximately $14.5 billion being spent 
from 2018 through 2022 for improving the transmission grid, automating the distribution 
grid, addressing natural gas system capacity and gas line integrity, adding natural gas 
resources to support solar energy expansion, and replacing aging infrastructure.72  Resale 
Power Group states that, according to Fortis’ 2017 Annual Report, this base capital 
expenditure plan will result in a growth in the company’s consolidated rate base of 
approximately 28 percent from $25.4 billion in 2016 to $32.4 billion in 2022, and that 
these improvements will be financed mostly through the issuance of debt but that cash to 
complete these improvements could be provided from Fortis as well.73   

 Resale Power Group argues that Fortis and GIC exercise extensive control and 
influence over ITC Holdings and the ITC Companies.  Resale Power Group argues that 
the Merger Transaction’s changes in governance structure, management, and capital 
finance completely transformed the nature and quality of ITC Holdings’ pre-Merger 
Transaction independence.  Resale Power Group notes that six of the 11 directors of ITC 
Holdings hold officer or director positions with Fortis or one of its subsidiaries, and one 

                                              
69 Id. at 12-13 (quoting Order No. 2000, FERC Stats. & Regs. ¶ 31,089 at 31,062). 

70 Id. at 13 (citing Complaint at 7-12). 

71 Id. 

72 Id. at 13-14 (citing “Fortis Inc. Reports First Quarter 2018 Earnings” at p. 15; 
Fortis Inc. 2017 Annual Report – Investing in Our Networks at p 11 (2017 Annual 
Report)).  

73 Id. at 14 (citations omitted). 
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of the ITC Holdings’ remaining board members represents GIC.  Resale Power Group 
states that, prior to the Merger Transaction, no market participant could serve as a 
director, but now a solid majority of ITC Holdings’ Board of Directors has close ties with 
market participants.74   

 Similarly, Resale Power Group notes that, after the Merger Transaction, ITC 
Holdings’ Standards of Conduct were changed so that the prohibition applies only to 
securities issued by “a [m]arket [p]articipant of a[n RTO] in which any of the Operating 
Subsidiaries [ITC Midwest and ITC Holdings’ other operating subsidiaries] has been 
granted incentive rate treatment by FERC based on its status as an independent 
transmission company.”75  Resale Power Group also argues that it is clear that ITC 
Holdings and its directors do not consider Fortis to be an affiliate under the revised 
Standards of Conduct.76  

 With respect to management independence, Resale Power Group states that, in the 
merger proceeding, Fortis suggested that its management intended to take a role in ITC 
Holdings’ operations, apparently in the form of the Fortis Operations Group, which is 
composed of Vice Presidents of Engineering and/or Operations of all Fortis regulated 
utility subsidiaries, including transmission and distribution.  Thus, Resale Power Group 
states that Fortis, as a market participant and corporate parent, is exercising significant 
control and influence over the day-to-day activities and priorities of the management of 
ITC Holdings and its affiliates.77 

 Resale Power Group asserts that the Merger Transaction has eroded ITC 
Holdings’ singular focus on transmission.  It states that transmission planning, financing, 
and construction are now directly tied to Fortis’ profitability, the price of its stock, and 
the rating of its debt.  Resale Power Group argues that, financially, ITC Holdings and its 
operating subsidiaries no longer maintain the type of independence that deserves to be 
incentivized through the Transco Adder.78 

                                              
74 Id. at 18. 

75 Id. at 18-19 (citing ITC Holdings Corp. Policy on Independence, at § 3.1.1 
(dated March 5, 2018), https://www.itc-holdings.com/docs/default-source/standards-of-
conduct/policy-onindependence-march-2018.pdf (last viewed May 9, 2018)). 

76 Id. at 19. 

77 Id. at 20. 

78 Id. at 21. 
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 Resale Power Group also argues that, even if the Commission determines that the 
Transco Adders should continue, ITC Midwest’s adder should be reduced because ITC 
Midwest can no longer be described as fully independent.79 

 PMX supports the Complaint, arguing that allowing ITC Midwest to collect 
additional returns despite not qualifying for that adder is unfair and unnecessary.80 

C. Complainants Answer 

 Complainants argue that there is no genuine dispute that the ITC Companies’ 
governance is entangled with that of participants in relevant electricity markets.  In 
response to the ITC Companies’ assertion that investment decisions made by ITC 
Holdings’ Board of Directors at the local level are rolled up, rather than being dictated 
from the top down, Complainants argue that all investment decisions made by individual-
company staffs are still subject to ITC Holdings’ Board of Directors’ approval, and that 
ITC Holdings’ Board of Directors includes the Fortis CEO, as well as a GIC officer who 
heads the North American infrastructure team.81    

 Complainants argue that the resulting conflict of governance interest extends to 
the PARs at the Michigan-Ontario border.  Complainants dispute the ITC Companies’ 
claim that the ITC Companies have no operational control over the PARs and also state 
that their concern extends to planning and construction of new PARs as needed.  
Complainants point out that ITC Holdings’ Board of Directors, with its market-
participant entangled governance, can veto such projects.82 

 In response to the ITC Companies’ assertion that Cambourne’s voting rights in 
New Covert are limited to 4.99 percent, Complainants argue that GIC’s voting share of 
New Covert is of only secondary concern, as the more relevant question is whether the 
actions and decisions of the ITC Companies can affect the electricity market interests of 
New Covert, making New Covert an entity with “economic or commercial interests that 
would be significantly affected by” the ITC Companies’ conduct, and raising a concern 
that the ITC Companies could show preference to New Covert.83   

                                              
79 Id. at 22-23. 

80 PMX Comments at 1. 

81 Complainants Answer at 14-15. 

82 Id. at 16-17. 

83 Id. at 8-9 (quoting 18 C.F.R. 35.34(b)(2)(i), (ii) (2018)). 
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 Complainants argue that FortisOntario’s jurisdictional status does nothing to 
preclude inquiry into whether the ITC Companies’ affiliation with FortisOntario 
compromises their structural independence from market participants.  Complainants note 
that MISO is embarking on work with Ontario to allow their resources to participate in 
MISO’s 2019 Planning Resource Auction84 and that such participation will depend on 
availability of transmission capacity into MISO that the ITC Companies design, own, and 
functionally control.85 

 Complainants also argue that the ITC Companies fail to address the differences 
between themselves and the Transco at issue in NextEra New York.  Complainants assert 
that, whereas the ITC Companies are incumbent transmission owners of virtually all of 
the transmission facilities in their respective zones, NextEra New York was a new entrant 
to the NYISO area with “no transmission plant in service,” and no established financial 
history to support external financing.86  Complainants contend that the Commission 
granted NextEra New York a project-specific incentive based on the unique facts, 
circumstances, risks, and costs of that project, whereas the ITC Companies’ adders were 
granted on the basis of their promised full independence from market participants.87 

D. ITC Companies June 8 Answer  

 The ITC Companies assert that Complainants speculate about discriminatory 
actions the ITC Companies could take to favor affiliates that are not MISO market 
participants.  The ITC Companies argue that Complainants fail to meet their burden 
under section 206 of the FPA to demonstrate that the ITC Companies’ corporate 
relationship with FortisOntario undermines the integrity of the ITC Companies’ 
investment planning, capital formation, and investment processes.88 

 The ITC Companies also assert that they are not affiliated with New Covert 
because GIC’s subsidiary, Cambourne, holds no voting securities, and only indirect, 
passive interests in New Covert’s parent, Eastern Generation.  Accordingly, the ITC 

                                              
84 Id. at 10-11 (citing Midcontinent Independent System Operator, Inc., Motion for 

Leave to Answer and Answer Docket No. ER18-1173-000, at 7 n.19 (filed May 1, 
2018)). 

85 Id. 

86 Id. at 13-14 (citing NextEra New York, 162 FERC ¶ 61,196 at P 22). 

87 Id. at 14. 

88 ITC Companies June 8 Answer at 6. 
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Companies argue that Cambourne is not affiliated with Eastern Generation or its project 
company, New Covert, under any definition in the Commission’s regulations.89 

 In response to Complainants’ assertion that ITCTransmission is involved with  
the adjustments of the PARs, the ITC Companies contend that ITCTransmission’s 
participation is to protect the security of local service by assuring that no limits will be 
violated by, and no local reliability problems will result from, the planned PAR 
movement – not to enable ITCTransmission to benefit affiliates.90  

 The ITC Companies also dispute Complainants’ claim that the NextEra New  
York Transco Adder is a project-specific adder.  The ITC Companies argue that the 
Commission’s approval of a Transco Adder for NextEra New York was based on its 
status, not on the particular project at issue.91 

 The ITC Companies claim that Complainants offer nothing more than conjecture 
about how the ITC Holdings’ Board of Directors operates, and the ITC Companies 
dispute Resale Power Group’s claim that five members of the ITC Holdings’ Board  
of Directors are also on the Fortis Board, stating that it is only three of the 11 board 
members.  The ITC Companies also argue that payments of dividends by a subsidiary to 
its parent holding company is completely normal and not evidence of competition for 
capital.92 

V. Discussion 

A. Procedural Matters 

 Pursuant to Rule 214 of the Commission's Rules of Practice and Procedure,  
18 C.F.R. § 385.214 (2018), the notices of intervention and the timely, unopposed 
motions to intervene serve to make the entities that filed them parties to this proceeding. 

                                              
89 Id. at 7. 

90 Id. at 8-9. 

91 Id. at 9-10 (citing NextEra New York, 162 FERC ¶ 61,196 at P 52 (citing Order 
No. 679, FERC Stats. & Regs. ¶ 31,222 at PP 65, 226, and ITC Midwest Transco Order, 
150 FERC ¶ 61,252 at P 46 (finding that “utilities are eligible for the Transco Adder if 
they can demonstrate their status as Transcos.  Applicants need not provide additional 
justification as to the necessity or benefits of the incentive or pass a cost-benefit 
analysis”)).  

92 Id. at 11-12. 
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 Pursuant to Rule 214(d) of the Commission’s Rules of Practice and Procedure,  
18 C.F.R. § 385.214(d), we grant the Missouri Commission’s and Dairyland’s late-filed 
motions to intervene, given their interests in this proceeding, the early stage of the 
proceeding, and the absence of undue prejudice or delay. 

 Rule 213(a)(2) of the Commission’s Rules of Practice and Procedure, 18 C.F.R.  
§ 385.213(a)(2) (2018), prohibits an answer to a protest or answer unless otherwise 
ordered by the decisional authority.  We accept Complainants’ and the ITC Companies’ 
answers because they have provided information that assisted us in our decision-making 
process. 

B. Substantive Matters 

 As discussed above, in Order No. 679, the Commission established criteria for  
use in determining whether an entity with active ownership by a market participant is 
sufficiently independent to qualify for a Transco Adder to its return on equity.  Those 
criteria include the entity’s “integrity of investment planning, capital formation, and 
investment processes, as well as how its business structure provides support for 
transmission investments.”93  The Commission also indicated that such entities could 
have varied levels of independence, and that it would “consider the level of independence 
of a Transco as part of our analysis when we determine the proper ROE for the Transco, 
and evaluate the specific attributes of a particular proposal, including the level of 
independence, to determine appropriate incentives.”94     

 Based on the record in this proceeding, we find that that the Merger Transaction 
has reduced, but not eliminated, the ITC Companies’ independence from market 
participants.   

 With respect to investment planning, the first criterion that the Commission set 
forth in Order No. 679, we find that the ITC Companies demonstrate some level of 
independence by developing their own capital expansion plans.  However, Fortis’ 2017 
Annual Report evaluates capital expenditures on a consolidated basis for its entire 
corporate family.95  This fact indicates that some level of coordination and control may 
occur on a consolidated basis, despite the ITC Companies’ statement that investment 

                                              
93 Order No. 679, FERC Stats. & Regs. ¶ 31,222 at PP 239-240. 

94 Id. P 239. 

95 Fortis 2017 Annual Report at 40. 
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decisions made by ITC Holdings’ Board of Directors are rolled up, rather than dictated 
from the top down.   

 With respect to capital formation, we find that the ITC Companies demonstrate 
some level of independence in that they can issue their own debt independently from 
Fortis and GIC.  However, Fortis’ 2017 Annual Report states that “[c]ash required of 
Fortis to support subsidiary capital expenditure programs is expected to be derived from a 
combination of borrowings under the Corporation’s committed corporate credit facility 
and proceeds from the issuance of common shares, preference shares and long-term 
debt.”96  Therefore, as a result of the Merger Transaction, ITC Holdings can no longer 
issue its own common stock, and, to some degree, the ITC Companies rely on Fortis for 
financing.   

 With respect to business structure, we find that the ITC Companies demonstrate 
some level of independence in that the majority of ITC Holdings’ 11-person Board of 
Directors is unaffiliated with Fortis and GIC.  However, Fortis and GIC both have 
representatives on ITC Holdings’ Board of Directors and thus provide some oversight to 
ITC Holdings’ executives.  In addition, the Fortis Operations Group, which includes 
executives of all of Fortis’ regulated utility subsidiaries, meets regularly to discuss 
business operations.97   

 In addition, we acknowledge certain minor potential conflicts of interest 
associated with other assets owned by Fortis and GIC may exist.98  However, such 
concerns are largely attenuated by the location of such assets and the fact that they are 
largely subject to small ownership shares by Fortis and GIC.  Moreover, ITC’s and 
MISO’s actions have indirect and limited effects on their other affiliates or subsidiaries.       

 Given the ITC Companies’ reduced level of independence, we find that it is 
appropriate to revisit the appropriate level of the Transco Adder for the ITC Companies.  
In 2015, prior to the Merger Transaction, the Commission found that ITC Midwest was a 
fully independent Transco and determined that 50 basis points was an appropriate size for 

                                              
96 Id. at 44. 

97 See ITC Companies May 10 Answer at 21; Ex. ITC-1 at 4. 

98 According to Complainants, GIC owns five percent of the New Covert generator 
in PJM as well as, through Cambourne, more than 10 percent of the Crete, Lincoln and 
Rolling Hills generators.  GIC also owns 44 percent of Duquesne, which sells power into 
PJM.  Fortis owns Central Hudson and FortisOntario, located in NYISO and Ontario, 
Canada respectively.    
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ITC Midwest’s Transco Adder.99  The Commission explained that the 50 basis point 
Transco Adder “strikes the right balance by encouraging independent transmission … 
while acknowledging protestors’ concerns regarding the rate impacts of such adders.”100  
Thus, under current Commission policy, a fully independent transmission company can 
receive a 50 basis point Transco Adder.101  Given the ITC Companies’ reduced level of 
independence, we find that a Transco Adder of less than 50 basis points is appropriate 
here.  Because the merger has reduced, but not eliminated, the ITC Companies’ level of 
independence, we find that a 25 basis point Transco Adder appropriately encourages the 
Transco business model in these circumstances and promotes corresponding consumer 
benefits.   

 Accordingly, we direct the ITC Companies to revise their formula rates in 
Attachment O of the MISO Tariff to reflect a 25 basis point Transco Adder, effective 
April 20, 2018, the date of the complaint, and to make associated refunds for the period 
from April 20, 2018 through the date of this order.  We also direct ITC Companies to 
submit their revised MISO Tariff Attachment O formula rates in a compliance filing due 
within 30 days of the date of this order.  In addition, we direct ITC Companies to submit 
a refund report within 45 days of the date of this order. 

The Commission orders: 
 
 (A) The Complaint is hereby granted in part, as discussed in the body of this 
order. 
 
 (B) The ITC Companies’ Transco Adders are hereby set at 25 basis points, 
effective April 20, 2018, as discussed in the body of this order. 
 

(C) The ITC Companies are hereby directed to submit a compliance filing with 
revised MISO Tariff Attachment O formula rates to include the revised Transco Adders 
of 25 basis points, effective April 20, 2018, within thirty (30) days of the date of this 
order, as discussed in the body of this order. 

 
(D) The ITC Companies are hereby directed to provide refunds, with interest 

calculated pursuant to 18 C.F.R. § 35.19a (2018), within thirty (30) days of the date of 
this order, for the period from April 20, 2018 through the date of this order, as discussed 
in the body of this order. 
                                              

99 ITC Midwest Transco Order, 150 FERC ¶ 61,252 at PP 43-45. 

100 Id. P 45. 

101 See, e.g., NextEra New York, 162 FERC ¶ 61,196 at PP 48-52; GridLiance 
West Transco LLC, 164 FERC ¶ 61,049, at PP 40-46 (2018). 
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(E) The ITC Companies are hereby directed to file a refund report detailing the 
principal amounts plus interest paid to each of their customers within forty-five (45) days 
of the date of this order, as discussed in the body of this order. 
 
By the Commission.  Chairman McIntyre was not present at the Commission Meeting 

held on October 18, 2018 and did not vote on this item. 
Commissioner LaFleur is concurring with a separate statement 
attached. 

 Commissioner Glick is dissenting with a separate statement 
attached. 
 

( S E A L ) 
 
 
 
 

Nathaniel J. Davis, Sr., 
Deputy Secretary. 
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LAFLEUR, Commissioner, concurring: 

 Today’s order grants a complaint to reduce the incentive return on equity adders 
for stand-alone transmission companies (Transco Adders) to 25 basis points for 
International Transmission Company, ITC Midwest, LLC, and Michigan Electric 
Transmission Company, three subsidiaries of ITC Holdings Corporation.  While I support 
today’s order, I write separately to further explain my reasoning. 

 As today’s order explains, Order No. 679 explicitly contemplated that an entity 
with active ownership by a market participant could nonetheless be sufficiently 
independent to justify receipt of a Transco Adder under our incentive policies.  Order No. 
679 identifies a set of criteria that should be considered in determining whether an entity 
should receive a Transco Adder in such circumstances.  While I have concerns regarding 
the level of independence demonstrated by the ITC entities, I believe that Commission 
precedent adequately justifies today’s determination that reduced Transco Adders for the 
three ITC Holdings Corporation subsidiaries are just and reasonable. 1   Most importantly, 
I believe that today’s order reflects a reasonable compromise that provides immediate 
rate relief to customers.  

                                              
1 See NextEra Energy Transmission New York, Inc., 162 FERC ¶ 61,196 (2018). 
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I believe as we move forward it would be appropriate for the Commission to 
generically consider our incentive policies to ensure that they are aligned with the goals 
of promoting investment in transmission infrastructure under Section 219 of the Federal 
Power Act, while also ensuring just and reasonable rates.  In particular, I believe it would 
be appropriate to explore the value of the Transco business model in promoting 
transmission development to date, and consider whether, and how, such a Transco Adder 
should be applied in the future.   

 

 

 

_______________________  

Cheryl A. LaFleur  
Commissioner
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GLICK, Commissioner, dissenting: 

 I dissent from today’s order because I do not believe that the ITC Companies are 
sufficiently independent to justify an ROE adder.  As explained below, the ITC 
Companies’ acquisition by Fortis and GIC eliminated the principal justifications for 
awarding the ITC Companies an additional return on their investment.  I would grant the 
complaint in its entirety and eliminate the ITC Companies’ independence adder.   

 I strongly support the development of new transmission infrastructure, which 
benefits consumers in many ways, including by reducing congestion, increasing 
reliability, and providing access to remotely located renewable energy resources.  The 
Commission’s transmission incentives policy can play an important role in fostering 
investment in transmission facilities.  But the Commission’s incentives policy must 
balance the need for new transmission facilities with its obligation to ensure rates that are 
just and reasonable and not unduly discriminatory or preferential.1  That is particularly 
important for ROE-based incentives.  Those incentives—which come directly out of 
consumers’ pockets—must incentivize transmission owners to develop and operate their 
facilities in a manner that provides consumers with sufficient benefits to justify the extra 
costs they must pay.  Anything short of that is unjust and unreasonable. 

 In Order No. 679, the Commission established an incentive to encourage the 
formation of transmission-only companies—Transcos—and facilitate their efforts to 
                                              

1 16 U.S.C. § 824s(d) (2012). 
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attract capital for transmission investment.2  The Commission explained that the “stand-
alone nature” of transmission-only companies would facilitate increased investment in 
transmission, their “singular focus” and only line of business.3  The Commission 
reasoned that “by eliminating competition for capital between generation and 
transmission functions . . . the Transco model responds more rapidly and precisely to 
market signals indicating when and where transmission investment is needed.”4  A 
phenomenon that the Commission concluded would produce higher levels of 
transmission investment relative to a more diversified company.  In the same vein, the 
Commission explained that the Transco model eliminates any incentive a company may 
have to protect its own generation and encourages the development of innovative 
approaches for meeting transmission needs.5  Accordingly, the Commission concluded 
that the benefits of independent, transmission-only companies were sufficient to justify 
additional cost to consumers and thus merited a ROE adder.6   

 Although the ITC Companies may have once been sufficiently independent to 
justify an extra return on equity, the record in this proceeding shows that is no longer the 
case.  In 2016, the ITC Companies were acquired by Fortis, Inc. (Fortis) and GIC 
(Ventures) Pte. Ltd (GIC), both of which have extensive natural gas and electric holdings 
in the Eastern Interconnection, including natural gas and electric transmission, 
distribution utilities, and merchant generation.7  In the aftermath of this transaction, the 
                                              

2 Promoting Transmission Investment through Pricing Reform, Order No. 679, 
FERC Stats. & Regs. ¶ 31,222, at PP 206, 221, 226, order on reh’g, Order No. 679-A, 
FERC Stats. & Regs. ¶ 31,236 (2006), order on reh’g, 119 FERC ¶ 61,062 (2007). 

 
3 Order No. 679, FERC Stats. & Regs. ¶ 31,222 at PP 224–225.  

4 Id. P 224. 

5 Id. 

6 See id. P 226. 

7 See Fortis, Inc., 156 FERC ¶ 61,219, at PP 3–22 (2016), order on reh’g, 158 
FERC ¶ 61,019 (2017).  Fortis is a publicly traded holding company that serves more 
than 3 million customers across Canada, in the United States and the Caribbean.  Fortis’ 
regulated holdings in the United States comprise electric distribution utilities as well as 
natural gas utilities in New York and Arizona, including Central Hudson Gas & Electric 
Corporation (Central Hudson), as well as various generation facilities in the New York 
Independent System Operator and PJM Interconnection, LLC markets.  Fortis also 
wholly owns several Canadian subsidiaries, through which it operates electric generation, 
transmission and distribution systems and natural gas distribution, pipeline and storage 
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ITC Companies must now compete for capital with Fortis and GIC subsidiaries that own 
generation and distribution assets and may now face an incentive—even a subtle one—
not to undermine the value of its sisters companies’ assets through its transmission 
investments. 

 The Commission today concludes that, although the ITC Companies are not as 
independent as they were before their acquisition by Fortis and GIC, they still retain 
some level of independence sufficient to justify a reduced ROE adder.  I disagree.  
Regarding competition for capital,8 the record indicates that the ITC Companies are no 
longer truly independent.  Fortis, which owns eighty percent of the ITC Companies, 
assesses capital expenditures on a consolidated basis, meaning that in evaluating how to 
allocate capital among its subsidiaries, it is directly comparing investments in 
transmission with investments in other aspects of its business.9  Even though the ITC 
Companies are permitted to develop their own capital and business plans, Fortis and GIC 
retain ultimate authority with respect to those plans Indeed, in order for Fortis to execute 
its capital expenditure plan, its subsidiaries, including the ITC Companies, must rely on 

                                              
facilities in parts of Canada, including Fortis Ontario Inc. (FortisOntario).  GIC is an 
investment company that manages the Government of Singapore’s foreign reserves.  GIC 
indirectly holds interests in various Commission-regulated entities throughout the United 
States, including Duquesne Light Company (Duquesne Light), a public utility that 
purchases, transmits, and distributes electric energy to customers in southwestern 
Pennsylvania and owns no generation resources, and Duquesne Power, LLC, a power 
marketer that operates within the PJM market (collectively, Duquesne).   

8 Both Complainants and the ITC Companies point out that the Commission 
recently granted a 50 basis-point Transco ROE adder to NextEra New York, an indirect 
wholly-owned transmission subsidiary of NextEra Energy Capital Holdings, Inc., which 
is a direct wholly-owned subsidiary of NextEra Energy, Inc. (NextEra).  NextEra Energy 
Transmission New York, Inc., 162 FERC ¶ 61,196 (2018).  NextEra is a diversified 
company with investments in nearly every aspect of the electricity industry.   

Although I voted in favor of the Commission’s decision to grant NextEra New 
York a 50 basis-point ROE adder, I now believe that the Commission erred in reaching 
that decision.  By virtue of NextEra’s diversified holdings, NextEra New York must 
compete for capital with a vast array of non-transmission businesses in a way that is 
inconsistent with the Commission’s justification of the Transco adder in Order No. 679.  
Because I believe that the NextEra New York order was wrongly decided, I cannot rely on 
it to preserve the ITC Companies’ ROE Transco adders.  

9 Fortis 2017 Annual Report at 11, 21. 
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equity infusions from Fortis, since the ITC Holdings can no longer issue its own equity.10  
That means the ITC Companies will receive capital to invest in transmission facilities 
only if Fortis, its majority owner, concludes that investments in transmission through ITC 
are appealing relative to the other investment options presented by its subsidiaries.  Fortis 
and GIC representatives also hold multiple seats on ITC Holdings’ board of directors,11 
giving Fortis an opportunity to shape ITC Holdings’ investment plan even before it is 
considered as part of Fortis’ consolidated capital expenditure plan.  The fact that the 
majority of ITC Holdings’ board of directors is unknot affiliated with Fortis and GIC 
does not indicate that the ITC Companies are truly independent, since the minority of 
board members represent and may express the views of the ITC companies’ corporate 
parents, and, thus, possess outsized influence on the board’s decisionmaking process.  

 In addition, Fortis’ and GIC’s extensive holdings in the Eastern Interconnection 
have the potential to create incentives for the ITC Companies that are inconsistent with 
those of a truly independent Transco.  As Complainants point out, Fortis and GIC have 
interests in companies, including Central Hudson, FortisOntario, and Duquesne, all of 
which participate in the wholesale electricity market in or around the Midcontinent 
Independent System Operator, where the ITC Companies’ assets are located.  Although 
the ITC Companies contend that there little risk that it would operate its assets in a 
manner that benefited one of its sister companies, the potential for the ITC Companies to 
use its assets to benefit nearby affiliates only strengthens the case that the ITC Companies 
no longer possess the type of independence that the Commission sought to incentivize in 
Order No. 679.  Whether or not the ITC Companies are likely to deploy their 
transmission assets in a manner that benefits their neighboring subsidiaries, the fact that 
the ITC Companies’ assets could have that effect is powerful evidence that they are not 
truly independent.   

 The Commission justifies its decision to award the ITC Companies a reduced, 25-
basis-point ROE adder on its assertion that the ITC Companies retain some 
independence.  But aside from the conclusory statement that the ITC Companies’ 
independence is “reduced, but not eliminated,” today’s order does not explain why a 25-
basis-point adder is appropriate or why that adder “strikes the right balance by 
encouraging independent transmission . . . while acknowledging protestors’ concerns 
regarding the rate impacts of such adders.”12  Indeed, today’s order provides no 
discussion of why the ITC Companies’ residuum of independence merits an elevated 
ROE.  A reader of today’s opinion is left with the impression that, had the ITC 

                                              
10 Consumers Energy Co., 165 FERC ¶ 61,021, at P 70 (2018).   

11 Id. P 71.   

12 Id. P 73; see also Order No. 679, FERC Stats. & Regs. ¶ 31,222 at P 21. 
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Companies not previously received an even larger ROE adder, there would be no basis 
for awarding the 25-basis-point ROE adder that the Commission hands out today.  
Rewarding a company for its previous independence is not what I believe Congress had 
in mind when it enacted FPA section 219.  

 As stated above, I believe the Commission should encourage or incentivize 
transmission development and the efficient operation of the transmission system.  As I’ve 
stated previously, whether the Commission’s current approach achieves this goal is an 
open question.13  Accordingly, I want to reiterate that it is time for the Commission to 
revisit its transmission incentives program and evaluate whether the incentives 
established in Order No. 679 are meeting this standard and furthering the goals that 
Congress established in the Energy Policy Act of 2005.14  We must remember that 
transmission incentives are ultimately paid for by consumers.  Therefore, it is especially 
important that the Commission thoroughly examine its use of ROE incentives, including 
the Transco adder, to ensure that they are incentivizing actions and investments that will 
produce meaningful benefits for consumers.  I agree with my colleague, Commissioner 
LaFleur, that an appropriate avenue going forward would be for the Commission to 
revisit its transmission incentives policies through a generic proceeding.15   

For these reasons, I respectfully dissent. 

 
 
________________    
Richard Glick 
Commissioner 
 

 

 

                                              
13 See GridLiance West Transco LLC, 164 FERC ¶ 61,049, at 3 (2018) (Glick, 

Comm’r, concurring). 

14 Energy Policy Act of 2005, Pub. L. No. 109-58, 119 Stat. 594 (2005); 16 U.S.C. 
§ 824s (2012). 

15 See Consumers Energy Co., 165 FERC ¶ 61,021 at P 3 (LaFleur, Comm’r, 
concurring). 
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